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Abstract     After  the  economic  turmoil  in  2001,  the  Turkish  economy  quickly  recovered,  and 
exhibited distinguished economic performance in successive years without any interruption.  This 
success  can  be  considered  as  a  product  of  favourable  international  economic  conditions,  sound 
macroeconomic reforms, the beginning of the accession talks with the EU and political stability with a 
single party government.  All these favourable conditions have allowed the Turkish economy to not 
have  experienced  any  financial  restraints  in  financing  this  distinguished  economic  performance.  
While increased expenditure, particularly in consumption and investment, together with high foreign 
demand for Turkish production, appear to have played an important role in these growth rates, the 
economy has begun to experience a large surge in imports and current account deficits in response to 
an  increase  in  domestic  expenditure.    The  purpose  of  this  paper  is  to  examine  the  role  of 
macroeconomic  components  of  aggregate  expenditure  in  determining  import  demand  in  Turkey.  
Along with the empirical assessment, the paper also suggests a theoretical model of import demand, 
which is built upon a utility maximization of a country subject to budget constraints.  The empirical 
model derived as a dynamic form of linear expenditure system was estimated with quarterly data 
from the Turkish  economy for the period  of 1987-2006.   The results show that consumption and 
expenditure are two important demand components in determining imports in the long run whereas 
only the growth rates of consumption and investment are dominant factors in the short run.  Public 
expenditure appeared to have no significant impact on import demand in Turkey. 
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Table 1. 
The Shares of Imports in Aggregate Expenditure Components 
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Figure 1 - Plot of actual and fitted values 
 
 


























































Figure 2 – CUSUM Stability Tests 
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Figure 3 - The recursive coefficient test 